This project was designed to explore the stock market reaction as Jakarta Islamic Index (JII) 
criteria of the stock that comply with syariah are arranged by Sharia Supervisory Board of PT DIM. Before Jakarta Islamic Index is launch, The New York Stock Exchange was a pioneer in establishing the first Shariahcompliant index with The Dow Jones Islamic Market Index (DJIM) introduced since 1999 in Manama, Bahrain, to meet the wishes of investors who want to invest on syariah compliance's stock.
The JII's list announcement is expected to have the content of the information that is capable of giving a signal changes according to the value of its content. Signals or information will be responded positively by the market which resulted in the increased value of stock transaction in Indonesia stock exchange.
This research will investigate stock market reaction in the form of abnormal return on shares that are in the list of Jakarta Islamic Index.
Jakarta Islamic Index is a stock market index to help facilitate the trading of public companies according to Syariah business code. Following Islamic law prohibits a company from involving itself in activities related to gambling, speculation, and traditional banking and financing. The JII should not list equities that produce or distribute food, drink, or morally harmful items that stand in contradiction with Islamic values. Based on National Islamic Council-Board of Indosenian Islamic Scholar (Dewan Syariah Nasional-Majelis Ulama Indonesia /DSN-MUI) and regulations of Bapepam-LK No. IX.A. 13 about the issuance of Islamic Securities, the main types of activities of a business entity that is judged to not meet Islamic law of contract are: 1) gambling activity and trade on prohibited items. 2) Organizing financial services that apply riba, buy and sell risk containing gharar and maysir. 3) Produce, distribute, trade or providing: a. the goods and or services that are unlawful because of its product (haram lidzatihi) b. Goods or services that are unlawful not because of its product (haram lighairi dzatihi) set by the DSN-MUI, c. goods and or services that damage the morals and character of the people. 4) Investing in the company where its interestbased debt is dominant than the investment capital.
Criteria of Islamic equity are: 1) The business activities are not include as described above. 2) Do not do trades that are not accompanied by the delivery of goods/ services and do not trade with false supply and demand. 3) Islamic equity do not allow to exceed the financial ratios as follows: a. Total interest-based debt in comparison with total asset is not more than 45%. b. Total interest income and other income that is not permissible (non Halal income) as compared to total revenue is not more than 10%.
To set shares that conclude in Jakarta Islamic Index, selection process are as follows: 1) the shares will be selected based on the list of Shariah-compliant Securities (Daftar Efek Syariah), issued by Bapepam-LK. 2) Select the 60 shares of Islamic Securities List based on the order of largest market capitalization over the past 1 year. 3) From 60 stocks, 30 stocks are selected based on the level of liquidity or the value of the transaction in a regular market over the past 1 year.
Jakarta Islamic Index will be reviewed every six months, i.e. each January and July or based on the period specified by Bapepam-LK. While the change of type of business issuers are monitored continuously based on data publicly available. The base day is January 2, 1995, with an index value of 100. Announcement of the stocks that are listed in the JII could be considered as good news or bad news by investors. If considered as good news, there will be many investors who are interested in buying the stocks of companies who are listed in the JII. A growing number of investors who are interested in buying the company's shares caused the increasing of stock trading volumes that can result the occurrence of abnormal return. The stock market is conclude as an inefficient market if the price are not reflected of all the information.If there are abnormal return, its indicate the distribution of information is not symmetrical (information asymmetry), that only a few parties who obtain such information. As a result, the party that gets this information can have an abnormal return (Jogiyanto, 2003:390-391) .
Event studies are an important tool in finance which concern with the valuation of firms and the changes in firm value (Serra, 2002) . The changing of the firm value resulting from, for example, changes in capital Structure, dividend announcement, financial statement announcement, etc. In general, the value of a firm is difficult to measure. However, if there is an efficient market for the firm's stock, the impact of decisions of this type can be measured by the change in the stock price around the time when the decision becomes public knowledge. Although such events can be studied in many different ways, the empirical finance literature has taken a particular approach based on statistical tests of the significance of abnormal stock returns around event dates. Figure 1 shows the reaction of stock prices in stock market to news around the events.
Event Study can be used to test the content of information and also can be used to test the efficiency of market (semistrong-form). Testing the content of information meant to see the reaction of an announcement. If the announcement contains some information, then hopefully the market will react at the time the announcement was received by the market. In event study, there are very important to test for evidence of under reaction, overreaction, early reaction and delayed reaction around the event. If market is "semi-strong-form efficient", the effects of an event will be reflected immediately in security prices. Thus a measure of the event's economic impact can be constructed using security prices observed over a relatively short time period (Mishkin, 2001) . This research will investigate stock market reaction in the form of abnormal return on shares that are in the list of Jakarta Islamic Index. For the purpose of the study market is hypothesized to react positively to JII announcement. There for stock's abnormal return around the date of the JII announcement are predicted. Average Abnormal Return each company are counted before, during, and after the JII announcement.
Calculation of the abnormal return using adjusted market model using formula: AR = Rit -Rmt
Where, AR = Abnormal Return; Rit = individual stock return; and Rmt: Stock Market Return
Where:
Ri,t = (Pi,t − Pi,t-1)/ Pi,t-1 And IHSGt -IHSGt-1 Rm,t = IHSGt-1
Where, Rm,t = Stock Market Return at t period; IHSGt = composite index of the stock at t period; IHSGt-1 = composite index of the stock at t-1 period A t-test is used to compare an average of two samples that are interconnected in a single group such as abnormal return before JII announcement, compare with abnormal return after JII announcement. The calculations in this research will use the Excel program and SPPS for windows. Perform a test statistic for the return is not normal to see the significance of abnormal return. Significant means abnormal return occurs in significant staistik not equal to test √ k Where: KSE t = error of estimatin stanard RTNi,t = abnormal return individual stock at t period RTN = average abnormal return of individual stock at t period k = number of stock To determine the 95% degree of confidence in this research, with significance level (á) of 5%, It used data testing with paired sample t test method on each dependent variable to exemine if JII announcement gives effect to the Abnormal Return of stock. If sig-t (probalitity) > 1,645, so the hyphothesis is accepted.
Result of Research and Discussion
In this study, first step is gather information about the list of the 30 stocks that are in the list of JII. Next step is to find out the date when each stock in the sample has announced in JII list. From that date, stock price list is gathered at five trading days before the announcement, and five days after the announcement. Finally compute the abnormal return using formula from adjusted market model. The results are presented on table 2.
Significant test is applied on the accumulated abnormal return as follow: From the table above, it can be seen an average abnormal return is appeared around the event when JII has announced at minimum of 0,01374 or 1.4% that occur at t-4 and average abnormal return found at maximum of 0,07307 or 7.3% occured in t-5. While the minimum accumulated average return of 7.3% at t-5 and maximum 26.3% at t+5.
The calculation of the error of estimation standard are summarized in table 4 below. From the table 4, the t-test of all sample are significance, because it is greater than 1, 645 except t-test on t-5. This indicates the JII announcement is considered to have the content of the information thereby affecting investors to trade shares actively and therefore raises abnormal return. This could happen if investors perceive that JII announcement is considered good news that could push investors to infuse more capital on the stock.
Conclusion
Based on research study with market adjusted model, abnormal return are discovered in the days when stock are announce in the list of Jakarta Islamic Index (JII). This shows that the information of JII announcement is information that has significant content and is considered meaningful by investors. In addition, abnormal return can occur because of a presumption that the information is good news that will encourage investors to invested capital with active trading on shares of the JII listed stock.
This study has limitations of its short period of observations, that could be made only at t-5 and t+ 5 around the date of Jakarta Islamic Index (JII) announcement. Hence, future research with longer period of observations is need to be done, so hopefully can get an overview of the magnitude of the abnormal return is more objective.
